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In  order  to  discuss  this  question  it  is  necessary  to  liave  a 
distinct  idea  as  to  what  is  currency.  Money  is  an  article  of  com- 
merce, in  which  all  obligations  of  contract  may  be  liquidated. 
Its  use  is  to  supercede  the  necessity  of  the  cumbrous  barter  system 
in  the  numerous  exchanges  of  property  that  are  required  in  the 
affairs  of  trade.  It  has  been  the  practice  of  commercial  nations 
to  adopt  the  precious  metals  as  the  standard  of  xalue.  The  reason 
for  this  is  obviously  to  take  the  most  concentrated  value,  as  re- 
quiring the  least  weight  and  bulk.  Gold  is  evidently  the  best 
adapted  to  this  condition,  and  silter  the  next ; copper  being  used 
onlv  for  small  values.  Gold  and  silver  is  all  we  need  to  consider 
in  the  general  question.  These  have  such  intrinsic  value  in  the 
arts,  that  all  commercial  nations  adopt  them  as  the  standard  ol 
value  in  mercantile  transactions. 

In  order  to  provide  for  the  convenience  of  trade.  Govern- 
ments issue  pieces  of  gold  and  silver  on  which  the  value  is  stamped. 
These  are  not  always  pure  metal,  the  Government  adding  in  alloy, 
professedly  to  compensate  for  the  expenses  of  coining.  In  this 
condition  it  is  denominated  coin,  and  is,  by  legal  enactment,  a 
tender  for  all  liabilities  within  the  nation  that  authorizes  the 
coinage.  But  in  all  transactions  with  other  nations,  this  coined 
money  is  received  at  its  intrinsic  value  as  gold  and  silver.  It  is 
therefore  manifest  that  our  coin  will  be  valued  in  the  exchanges 
of  the  world  according  to  its  pnrity  or  its  intrinsic  value,  and  the 
nearer  our  coin  approaches  this  standard  the  nearer  will  it  come 
to  that  of  the  world.  Our  standard  is  not  much  below  this,  but 
it  is  below,  and  requires  the  merchant  to  compute  this  difference 
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in  the  purchase  or  sale  of  commodities  in  foreign  trade.  No 
nation  allows  another  to  fix  their  standard  of  even  coin  currency, 
but  the  article,  in  foreign  trade,  must  be  dealt  in  as  one  of  com- 
merce, and  depending  on  its  intrinsic,  not  its  coin  value.  To  fix 
the  value  of  coin  that  shall  be  a legal  tender,  is  a prerogative  of 
Government,  and  in  ours  is  given  exclusively  to  the  Federal  Gov- 
ernment. 

It  has  sometimes  been  the  policy  of  Governments  to  so  adulterate 
their  coin  that  it  w'ould  not  leave  their  own  country.  This  is 
simply  an  absurdity,  as  nothing  is  gained,  either  in  foreign  or 
domestic  trade.  The  coin  will  soon  come  to  be  appreciated  at  its 
real  and  not  at  its  coined  value.  Adulteration  has  the  material 
disadvantage  of  being  less  portable,  and  more  burdensome  for 
transmission,  thus  impairing  the  benefit  of  high  intrinsic  value. 
A true  civilization  would  use  no  more  alloy  in  coin  than  might  be 
expedient  to  improve  its  wear.  In  large  transactions  in  foreign 
commerce,  gold  and  silver  is  often  remitted  in  bars  of  pure  metal 
as  preferable  to  coin.  These  remarks  show  that  gold  and  silver 
have  intrinsic  value,  and  are  not  merely  dependent  on  the  Gov- 
ernment stamp.  No  doubt  it  is  in  the  power  of  the  Government 
to  materially,  or  even  greatly,  to  debase  its  coin  and  make  it  a 
legal  tender  for  all  debts ; but  no  enlightened  man  would  approve 
such  a course.  It  would  actually  increase  the  burdens  of  trade  by 
<iiminishing  the  conversion  of  the  best  articles  that  nature  has 
provided  so  eminently  for  the  exchanges  of  trade. 

The  large  increase  in  the  production  of  gold  that  has  been  made 
within  the  last  thirty  years,  has  somewhat  decreased  its  relative 
value,  or  the  same  weight,  of  course,  has  not  the  same  value, 
t do  not  know  that  this  has  led  any  nation  to  change  their  coin 
standard  of  weight ; but  it  has  affected  the  relative  values  of  coin 
and  other  commodities.  This  change  has  not  materially  affected 
current  transactions,  but  in  those  obligations  of  long  standing  it 
works  for  the  relief  of  the  debtor,  and  against  the  creditor.  The 
process  thus  far  has  been  slow,  and  called  forth  but  little  remark. 

It  is  asserted  that  gold  coin  fluctuates  in  the  ordinary  transac- 
tions of  commerce,  and  therefore  is  not  a uniform  standard  of  value: 
I'here  can  be  no  doubt  that  gold,  as  an  article  of  commerce  has  fluc- 
tuations in  value ; and  this  at  times  will  cause  it  to  flow  from 
one  country  to  another,  just  as  any  other  commodity.  It  cannot, 
however,  be  supposed  that  gold  will  be  sent  from  one  country  to 
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another  without  an  equivalent;  and  these  fluctuations  rarely  dis- 
turb the  value  of  coin  for  internal  trade.  But  if  it  be  contended, 
these  fluctuations  impair  its  value  as  coin ; then  it  is  incumbent 
on  those  who  maintain  this,  that  they  point  out  a better  and  less 
fluctuating  standard  of  value.  If  gold  and  silver  be  abandoned  we 
must  take  the  barter  system,  which  no  one  could  successfully 
maintain  in  this  age.  So  far  as  values  are  now  known  there  is  no 
equivalent  for  gold  and  silver  as  a standard  of  value,  and  a legal 
tender  for  debt. 


^ CURRENCY  OR  MONEY. 

No.  3. 

To  a very  large  extent,  paper  has  been  used  as  currency, 
especially  in  this  country.  This  kind  of  currency  is  a representa- 
tive of  money.  It  is  based  on  credit.  In  itself  it  has  no  intrinsic 
value.  For  the  most  part  it  has  been  issued  by  banks,  on  the 
authority  of  law.  The  bank  note  is  a promise  on  the  part  of  the 
bank  to  redeem  in  coin  on  demand.  The  note  is  not  a legal  tender, 
and  can  only  be  received  at  the  option  of  the  receiver.  The  value 
of  the  note  rests  on  the  credit  of  the  bank  that  issued  it.  If  a 
bank  fails  to  redeem  its  notes  on  demand  it  loses  its  credit,  and 
its  notes  having  no  intrinsic  value,  become  worthless.  For  the 
) most  part  in  this  country,  banks  of  issue  have  been  chartered  by 

the  State  Legislatures.  Some  banks  have  failed  to  redeem  their 
notes,  and  this  has  led  to  expedients  for  the  protection  of  the 
bill  holder.  The  State  of  New  York  adopted  a system  requiring 
all  banks  of  issue  to  obtain  their  currency  from  the  State  banking 
department,  depositing  with  the  department  bonds  to  secure 
the  circulation  thus  issued.  If  a bank  failed  to  redeem  its  notes, 
they  were  presented  to  the  bank  department,  and  the  Commis- 
sioner sold  so  much  of  the  securities  as  were  necessary  to  redeem 
the  notes.  By  this  system  the  public  suffered  from  the  failure  of 
the  bank  only  a small  interest.  This  system  depended  on  the 
judgment  and  integrity  of  the  bank  eommissioner  in  taking  se- 
^ curity.  In  other  States  this  duty  was  not  so  well  done,  and 

heavy  losses  accrued  to  the  billholders  from  the  inadequate  char- 
acter of  the  securities  pledged.  I am  not  aware  that  any  State 
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licis  made  bank  notes  a legal  tender  j bnt  lliev  so  largely  perform 
tlie  function  of  money  that  it  has  been  regarded  as  a prerogative 
of  government  to  allow  these  issues;  individuals  or  corpora- 
tions not  expressly  authorized,  are  not  allowed  to  issue  bills  for 
circulation  in  the  form  of  paper  currency.  If  then  this  paper 
currency  is  not  money,  and  cannot  be  offered  as  a tender,  whv 
allow  it  all?  The  practice  has  arisen  from  tvvm  causes:  First — 
the  greater  convenience  of  this  representation  in  transport  over 
that  of  gold  coin.  This  is  very  obvdous  in  all  large  transactions, 
and  to  persons  on  long  journeys.  If  all  business  was  transacted  in 
coin,  it  would  cause  considerable  loss  in  wear,  and  in  the  time  re- 
quired to  handle  and  count.  Secondly,  the  bank  notes  are  a 
saving  in  capital.  They  constitute  the  greater  part  of  the  circu- 
lating money,  and  it  is  only  occasionally  tlie  coin  is  needed,  as  a 
tender,  or  to  pay  foreign  balances.  With  a bank  currency  in 
good  credit,  the  bank  will  be  safe  that  holds  25  per  cent,  of  its 
circulation  in  coin,  and  the  balance,  75  per  cent.,  will  be  avail- 
able for  discounting  commercial  bills.  Such  bills  are  based  on 
property  preparing,  or  on  the  way  to  market,  and  run  from  30  to 
90  days.  If  at  any  time  the  bank  finds  its  reseiwe  funds  are 
tending  down,  they  have  only  to  suspend  discounts  until,  by 
payment  of  matured  bills,  they  replenish  their  means.  The  dan- 
ger to  banks  generally  arises  from  what  is  called  an  accomodation 
business,  which  often  gets  into  the  condition  of  a long  loan,  and 
sometimes  proves  a total  loss.  It  is  obvious  that,  with  a discreet 
use  of  their  funds,  the  banks  may  use  as  capital  about  75  per 
cent,  of  their  circulation.  For  this  benefit  they  must  pay  for  the 
manufacture  of  their  bills,  and  such  otln'r  expenses  as  are  inci- 
dental to  the  management  of  business.  In  order  to  an  intelligent 
business  of  banking  on  currency,  it  is  necessary  for  the  banker  to 
know  about  the  average  circulation  the  community  will  hold.  If 
he  goes  beyond  this,  it  will  come  home  for  redemption. 

There  is  another  class  of  paper  which  enters  largely  into  com- 
mercial ^transactions,  though  not  counted  as  money,  namely : — 
checks,  or  drafts.  These  are  drawn  on  a deposit,  and  are  based 
on  the  credit  of  the  drawer.  Here  it  is  at  the  option  of  the  re- 
ceiver to  accept  the  check  for  the  amount  due  him,  and  no  gov- 
ernment security  is  provided  or  necessary.  Sometimes  a draft  is 
bought  for  the  convenience  of  remittance  to  a money  center, 
where  the  general  balances  of  trade  are  settled.  A draft  on  a 
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bank  in  Rome  would  produce  its  face  in  current  money,  and  a 
draft  on  a bank  in  Xew  York  would  produce  the  same  cur- 
rent money  in  New  York.  But  it  will  be  readily  seen  that 
})y  the  latter  the  money  is  transported  at  much  less  expense  than 
coin  could  be  transported,  and,  as  the  money  happens  to  be 
wanted  in  New  York,  this  method  of  business  is  a great  conven- 
ience and  economy.  In  a commercial  city,  like  New  York,  the 
settlements  by  drafts  or  checks  is  far  greater  than  all  other  pay- 
ments made  in  current  money.  These  checks  and  drafts  all  de- 
pend on  credit,  and,  taking  the  whole  State,  I suppose  a much 
larger  amount  of  bills  and  balances  are  paid  by  checks  than  by 
current  money.  I have  thus  noticed  this  branch  of  credits  to  call 
attention  to  the  fact  of  the  very  large  amount  of  credit  trans- 
actions (besides  that  of  paper  currency,)  that  enter  the  every  day 
affairs  of  commerce. 


CURRENCY  OR  MONEY. 

No.  3. 

In  my  last  number  I noticed  in  general  the  system  of  paper 
currency  as  established  by  State  authority.  These  systems  varied 
in  form  or  substance,  and  the  credit  of  the  circulation  issued  was 
far  from  being  uniform.  That  by  the  State  of  New  York  has 
} Ijeeii  most  approved.  A want  was  felt  for  a currency  of  more 

general  credit — that  would  serve  the  purposes  of  money  in  New 
York  or  Iowa.  Without  further  remark,  I may  state  that  this 
want  led  the  Federal  Government  to  establish  what  we  now  have 
as  National  banks.  In  this,  the  New  York  state  bank  system,  in 
former  use,  has  been  taken  as  the  main  feature.  The  plan  as  to 
security  for  circulation,  is  a deposit  of  Government  bonds.  The 
currency  is  prepared  by  the  Gevernment,  (the  bank  paying  the 
expense  of  preparing  the  same)  and  for  a deposit  of  $100,000  in 
Government  bonds,  $90,000  in  circulation  is  delivered  to  the 
bank.  In  other  words,  the  bank  receives  in  currency  90  per  cent, 
of  the  amount  of  the  market  value  of  the  bonds  deposited.  It  is 
^ therefore  obvious  that,  so  long  as  the  bonds  will  sell  at  90  per  cent, 

of  their  par  value,  the  security  is  sufi&cient  for  the  circulation. — 
This  circulation  the  banks  use  for  the  purpose  of  discounts,  to  the 


i 


8 


LETTERS  ON  PUBLIC  AFFAIRS. 


extent  of  80  to  85  per  cent. ; the  law  requiring  that  15  to  20  per 
cent,  must  be  kept  in  the  bank,  or  Avhat  is  the  same  thing,  they 
must  keep  on  hand  this  amount  of  funds  to  redeem  any  portion 
of  their  circulation  that  may  be  demanded  at  their  counters,  or 
redeeming  agencies.  As  the  law  now  stands  the  reserve  funds  may 
be  coin  or  government  currency,  mostly  the  latter,  and  this  will 
probably  continue  so  long  as  this  currency  is  of  less  value  than  coin. 
^yhen  the  Government  retires  its  own  currency,  the  banks  must  re- 
deem ill  coin,  and  this  is  a condition  that  should  be  reached  at  the 
earliest  day  practicable.  I intend  hereafb^r  to  discuss  this  point, 
and,  for  the  present,  confine  myself  to  the  consideration  of  the 
National  bank  system,  as  it  will  naturally  be  when  specie  pay- 
ments are  resumed. 

Before  the  late  war,  the  Government  made  no  issue  of  money, 
except  in  coined  gold  and  silver.  But  the  emergencies  of  the  war 
induced  the  Government  to  issue  paper  money,  and,  finally,  to 
establish  the  National  bank  system.  In  consequence  of  the  irre- 
gular value  of  State  bank  currency,  the  Government  currency  was 
very  favorably  received.  There  had  been  for  a long  time  a desire 
for  a more  uniform  currency  than  that  maintained  by  State  banks 
in  general,  and,  being  made  a tender,  the  Government  currency 
maintains  a more  uniform  value.  But,  though,  as  I shall  en- 
deavor to  show  hereafter,  this  currency  cannot  be  accepted  as  a 
proper  currency,  I now  consider  the  National  bank  currency  as 
the  most  suitable  to  meet  the  general  want  s of  a currency  for  the 
country.  - 

The  mode  of  securing  the  National  bank  currency  has  been 
considered  in  a previous  number,  and  the  fact  stated,  that  this 
currency  is  to  be  convertable  into  coin  or  Government  notes  on 
demand.  The  bank  is  required  to  redeem  at  its  counter,  and,  also, 
at  some  money  center.  There  is  a certain  option  of  the  banks  as 
to  the  place  where  they  may  make  their  redemption.  If  their 
notes  are  not  paid  on  demand  they  may  be  protested,  and  sent  to 
the  bank  department  for  redemption,  and  the  securities  sold  for 
this  purpose.  It  is  therefore  evident  that,  so  long  as  the  Govern- 
ment bonds  are  worth  90  per  cent.,  the  bank  circulation  will  be 
fully  paid.  This  security  has  the  full  pledge  of  the  Government 
bonds  to  meet  default  on  the  part  of  any  National  bank.  It  does 
not  permit  banks  to  issue  circulation  without  basis  of  capital,  for, 
in  the  first  place,  the  bank  must  have  the  funds  to  purchase  the 
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bonds  to  be  deposited.  The  opinion  has  been  entertained  that, 
starting  with  ^100,000  in  bonds,  a bank  may  take  its  §90,000  in 
circulation  and  buy  more  bonds,  and  so  go  on  increasing  their 
circulation  without  increasing  their  capital.  This  might  do  if  they 
were  never  required  to  redeem  their  notes.  But  even  legal  tender 
notes  cannot  be  had  for  redemption  of  bank  currency  without 
paying  for  them.  In  this  matter  I look  to  the  time  when  Govern- 
ment currency  will  be  withdrawn  from  circulation,  and  the  banks 
will  have  no  option,  but  must  redeem  in  coin. 

The  public  should  understand  well  what  security  they  have  for 
the  circulation  of  paper  currency.  If  the  Government  circulate  a 
{)aper  currency,  as  they  do  at  present,  it  is  based  on  the  credit  of 
the  Government,  and  lias  no  other  resource  for  the  bill-holder.  It 
is  true  the  Government  make  their  notes  a tender  for  debts,  which 
the  banks  cannot  do.  In  the  case  of  the  bank  currency  the  bill 
holder  has  the  full  benefit  of  the  Government  credit  in  the  bonds 
de])osited  as  security.  In  addition  to  this  he  has  the  credit  of  the 
bank.  The  bank  is  interested  in  maintaining  the  credit  of  its 
own  circulation,  for  the  obvious  reason,  that  any  failure  in  this 
closes  their  banking  operations ; and,  moreover,  the  loss  must  in 
any  case  fall  upon  the  bank.  The  losses  heretofore  by  the  failure 
of  banks  to  redeem  their  notes  has  arisen  from  want  of  capital  in 
the  beginning,  or  an  indiscreet  use  of  their  funds,  by  which  they 
lost  their  capital.  In  the  system  of  free  banking  in  the  State  of 
New  York,  the  bill-holder  rarely  if  ever  suffered  anyYurther  loss 
than  the  interest  for  a short  time,  until  securities  could  be  realized. 
No  doubt  some  banks  may  be  established  with  a view  of  supply- 
ing money  for  certain  objects  not  consistent  with  sound  banking. 
But  the  quarterly  reports  will  soon  reveal  the  process,  and  convince 
them  that  no  profit  can  be  made  in  ^ this  way.  It  appears  clear 
that,  so  long  as  the  Government  bonds  have  good  credit,  the  bills 
of  the  National  banks  are  safe,  and  they  have  the  further  security 
of  the  credit  of  the  banks.  So  far  as  I can  discover,  there  is  no 
better  method  of  securing  a paper  currency  than  that  established 
by  the  National  bank  system,  provided  the  bank  department  of 
the  Government  carry  it  out  witli  fidelity.  Official  integrity  is 
necessary  in  any  system  of  currency,  and  to  secure  this  every 
prai'tieable  check  should  be  established. 

d'he  Xational  banks  are  required  to  receive  the  currency  of  other 
National  banks  in  payment  of  debts  due  them.  This  may,  per- 
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haps,  be  justitiable  during  suspension  of  coin  payments ; but  the 
principle  is  wrong,  and  could  not  be  tolerated  if  the  banks  were 
required  to  pay  the  coin.  It  gives  an  improper  consequence  to 
paper  currency.  It  has  been  contended  that  this  was  necessary  to 
give  uniformity  to  the  currency;  but  no  currency  can  be  uniform 
that  has  not  in  itself  intrinsic  value.  ^Ve  must  not  lose  sight  of 
the  fact,  that  paper  currency  is  only  a J’epresentation  of  value, 
based  on  the  credit  of  some  party  who  has  promised  to  pay.— 
Suppose  the  note  of  a bank  in  Nebraska,  payable  at  its  counter 
and  at  a redeeming  agency  in  Chicago,  is  presented  at  a New  York 
bank  for  the  payment  of  debts,  is  it  right,  or  in  any  sense- proper, 
that  the  New  York  bank  should  be  at  the  expense  of  sending  that 
note  to  Chicago  for  redemption  ? If  the  bank  in  Nebraska  desires 
that  its  notes  should  be  at  par  in  New  Ihrk,  they  should  make 
their  redeeming  agency  in  New  York.  This  would  not  only  give 
their  notes  credit  in  New  York,  but  in  all  sections  of  the  country 
where  the  trade  tended  to  that  city. 

The  question  of  paper  currency  requires  that  we  keep  in  view 
reasonable  facilities  for  its  conversion  into  coin.  If  the  place  of 
redemption  is  a thousand  miles  from  the  receiver  of  the  notes,  in 
order  to  convert  it  he  must  be  at  the  expense  of  transmission.— 
Who  should  pay  this  expense  ? Certaiidy  not  the  receiver.  It 
should  be  paid  by  the  holder  who  has  taken  it  under  this  disad- 
vantage. result  will  be  that  the  receiver  must  submit  to  this 
cost  of  transmission,  or  he  must  have  a discount  that  will  meet 
the  expense.  The  currency  in  this  case  will  be  below  par  so  much 
as  may  meet  the  cost  of  transport  to  the  place  of  redemption. — 
Clearly,  there  is  no  right  or  propriety  in  requiring  a bank  in  Bos- 
ton to  meet  the  expense  of  transmitting  currency  redeemable  in 
Missouri  or  any  other  distant  point.  It  is,  therefore,  obvious  that, 
under  a system  of  coin  payments,  or  a currency  that  is  convertable 
into  coin  on  demand,  the  issues  that  reach  points  distant  from  the 
place  of  redemption  must  be  at  so  much  discount  as  will  pay  the 
expense  of  transmission.  This,  of  course,  v'ill  not  make  a uniform 
(iurrency.  Nor  is  it  practicable  to  make  paper  currency  uniform, 
unless  it  be  made  a legal  tender  for  debts,  and  this  is  not  admiss- 
ablc  if  we  expect  to  have  money  of  intrinsic  value.  The  free  bank- 
ing system  of  New  York,  while  it  substantially  secured  the  bill 
holder,  was  not  maintained  at  par.  There  was  a discount  of  1-4 
to  1-2  per  cent,  to  pay  for  transmission,  and  this  is  inevitable  in 
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any  currency  that  is  convertable.  Nor  is  this  a serious  evil.  The 
present  facilities  for  transmission  would  re(|uire  but  a small  dis- 
count to  meet  the  ex])ense,  on  the  circulation  of  any  bank  in  good 
credit. 


The  currency  that  is  redeemable  at  the  most  im])ortant  money 
center  will  have  the  best  credit,  and  its  circulation  will  be  most 
easily  maintained.  It  is,  therefore,  important  that  the  comptroller 
of  the  currency,  in  preparing  the  currency  for  any  bank,  should 
see  that  the  place  of  issue,  and  also  of  redemption,  should  be  in 
prominent  characters  on  the  face  of  the  bills,  so  that  the  receiver 
may  at  a glance  see  where  he  may  obtain  the  coin  if  he  wants  it. 
At  this  time  there  is  much  less  necessity  for  using  currency  in  re- 
mittance to  distant  points  than  formerly,  as  this  is  now  mostly 
done  by  bills  of  exchange.  The  traveler  will  sometimes  find  it 
necessary  to  submit  to  some  discount  on  his  currency.  But  if  he 
is  prudent  and  provides  himself  with  currency  that  is  redeemable 
at  the  money  center  of  the  district  through  which  he  travels,  this 
will  be  hardly  an  inconvenience.  At  all  points  of  reasonable 
proximity  to  the  place  of  redemption,  or  on  the  line  of  general 
traffic  towards  the  place  of  redemption,  the  currency  will  have 
easy  circulation,  and  serve,  to  a large  extent,  the  general  wants  of 
money. 

Paper  currency,  as  before  noticed,  is  not  in  itself  money ; it  is 
merely  the  representative  of  money.  It  has  no  intrinsic  value — 
but  a mere  credit  value  as  a representative,  and  its  credit  depends 
on  the  promptness  of  its  conversion  into  coin.  So  long 
as  its  credit  is  untarnished  it  serves  very  largely  the  purpose 
of  real  money.  All  credit  is  liable  to  abuse,  but  I see  no  better 
way  of  establishing  a national  currency  than  by  the  system  of  na- 
tional banks,  subject  to  such  modifications  as  experience  may  in- 
dicate. The  banks  of  issue  should  be  free  to  all  parties  that  com- 
ply with  the  conditions  of  the  law.  There  is  no  reason  why  one, 
more  than  another,  should  have  the  right  to  issue  circulation.  If 
banking  is  free,  there  will  be  so  much  circulation  issued  as  the 
wants  of  the  country  require  in  legitimate  banking,  and,  if  the 
circulation  go  beyond  this,  it  will  inevitably  return  to  the  bank  of 
issue,  or  to  the  government  for  redemption. 

The  government  does  all  that  should  be  required  of  it  in  pre- 
paring the  notes  of  circulation,  and  receiving  the  securities,  and 


I 


12  lettp:rs  ox  peblic  affairs. 

redeeming  bank  notes  that  may  be  protested  for  non-payment. — 
Tke  government  also  receives  the  bank  notes  for  all  dues,  except 
import  duties  ; and  they  are  safe  in  doing  this  as  they  have  the 
bonds  pledged  for  security,  and  this  increases  the  value  of  bank 
currency.  While  approving  the  system,  it  must  be  admitted  that 
entire  success  can  only  be  assured  by  the  vigilance,  good  sense  and 
integrity  of  the  bank  department  of  the  government.  We  must 
trust  some  power,  and  this  is,  perhaps,  as  safe  as  we  can  authorize. 


CURRENCY  OR  MONEY. 

No.  -i. 

In  my  last  number  I presented  the  general  conditions  of  security 
for  national  bank  currency.  I now  propose  to  consider  the  terms 
between  the  government  and  banks,  on  which  the  circulation  of 
bank  currency  is  issued. 

It  has  been  stated  on  many  occasions  that  the  issue  is  a great 
boon,  or  benefit  to  the  banks,  with  no  adequate  benefit  to  the 
public.  If  this  privilege  was  open  and  free  to  all  who  desired  it, 
no  doubt  it  would  reduce  the  benefit  to  a minimum.  I suppose 
this  will,  ultimately,  be  the  rule.  When  the  issue  of  paper  cur- 
rency is  free  to  all  that  comply  with  the  conditions  of  the  banking 
law,  the  amount  of  issue  will  depend  on  its  value  to  the  banks  that 
issue.  There  are,  doubtless,  certain  benefits  that  accrue  to  the 
banks  of  issue,  but  the  government  may  exact  terms  that  will  so 
nearly  absorb  the  benefits  as  to  leave  too  small  a margin  to  make  it 
an  inducement.  The  main  and  indispensable  thing  for  the  gov- 
ernment to  do  is  to  make  the  paper  issue  safe  to  the  holder,  or,  in 
other  words,  make  it  promptly  convertible  into  coin.  As  matters 
now  stand,  the  conversion  may  be  in  goveimment  currency,  which 
is  simply  one  paper  promise  to  redeem  another  paper  promise. — 
But,  we  suppose,  coin  must  ultimately  be  the  only  money  for  re- 
demption, and  on  this  basis  the  present  discussion  is  founded. 


(till. 
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It  has  been  shown  that  in  order  to  obtain  national  bank  cur- 
rency, the  bank  must  make  a deposit  of  government  bonds,  for 
which  they  receive  from  the  Comptroller  90  per  cent,  of  bank  notes, 
the  bank  paying  for  the  manufacture  of  the  notes.  In  the  first 
place,  the  bank  receives  interest  on  the  bonds  deposited,  which 
may  be  at  five  or  six  per  cent.,  not  less  than  five  per  cent.  There 
is  actually  no  privilege  in  this,  as  all  are  free  to  make  such  invest- 
ment. The  government  merely  hold  these  bonds  as  security  for 
the  circulation  ; the  bank  must  provide  for  its  redemption  in  its 
current  business.  The  bank  uses  the  circulation  as  money  in  dis- 
counting commercial  bills.  An  important  question  for  the  bank 
to  determine  is,  how  much  of  this  currency  can  be  kept  in  circu- 
lation ? Of  the  90  per  cent,  the  bank  receives,  a reserve  of  fifteen 
to  twenty  per  cent,  must  be  kept  on  hand  to  meet  any  demand  for 
redemption.  For  convenience  take  the  average  of  twenty  per 
cent.  Eor  a circulation  of  190,000,  this  would  leave  available 
i|72,000  that  may  be  used  in  discounting  bills.  If  this  could  be 
used  at  all  times  we  should  have  a definite  basis  of  the  profit  of 
circulation.  But  the  demand  for  discount  ‘will  not  at  all  times 
equal  the  ability  to  discount.  This  will  fluctuate  more  especially 
in  agricultural  districts,  where  the  moving  of  products  will,  at 
times,  make  an  active  demand  for  circulation,  and  at  other  times 
the  circulation  will  be  comparatively  small.  The  average  of  this 
will  be  the  amount  of  benefit  the  bank  will  receive  on  its  circula- 
tion. It  is,  therefore,  obvious, the  bank  must  carefully  estimate 
this  average  in  order  to  know  what  they  can  afford  to  pay  for  the 
circulation.  As  I am  no  banker,  or  owner  of  bank  stock,  I do  not 
know  what  this  average  is.  No  doubt  it  will  be  affected  by  the 
number  of  banks,  and  the  amount  of  their  circulation  in  any  par- 
ticular districts,  and,  if  banking  was  free,  this  would  necessarily  be 
reduced  to  the  minimum  of  benefit.  If  we  estimate  this,  that  is, 
to  determine  what  proportion  of  the  circulation  the  banks  may 
keep  out,  and  have  represented  by  discounted  bills,  on  which  they 
receive  interest,  I think  it  will  not  be  far  wrong  to  assume  that, 
out  of  the  $72,000  they  receive  interest  on  an  average  of  $60,000. 
[ do  not  pretend  to  know  whether  or  not  this  is  a fair  estimate, 
but  think  it  is  not  far  wrong.  It  may  be  said  the  bank  may  pro- 
vide other  means  for  its  reserve,  and  so  put  out  its  entire  circula- 
tion. This  will  not  affect  the  question,  as  in  such  case  the  bank- 
must  provide  so  much  more  capital. 
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On  the  basis  of  the  estimate  assumed  the  ainoiiiit  for  circulation 
will  stand : — 

Interest  on  $100,000  of  Government  Bonds,  at  five 

per  cent $5,000  00 

Interest  on  discounts  of  currency,  $60,000,  at  seven 

per  cent., 4,200  00 

$9,200  00 

$600  00 
250  00 

250  00 

' Total  paid  to  Government, $1,100  00 

Expenses  and  losses  in  banking,  and 
municipal  taxes,  ^ estimated  on  its 
$60,000  of  circulation,  at  2 per  cent.,  1,200  00 

$2,300  00 
$6,900  00 

So  far  as  the  preceding  depends  on  estimates,  it  will  be  more  or 
less  inacurate,  but,  I think,  as  an  average,  they  will  not  materially 
vary  from  the  actual  facts  of  banking.  It  is,  I think,  evident,  that 
banks  will  not  be  able  to  make  over  7,  and,  at  most,  7 1-2  per 
cent,  on  capital  invested  in  banks  of  circulation,  under  the  Na- 
tional banking  act,  after  coin  payments  are  established.  What 
they  may  make  at  this  time  is  no  criterion,  for  redemption  is  ot 
small  importance,  and,  probably,  there  are  banks  now  existing  that 
scarcely  know  what  redemption  of  their  circulation  means. 

In  view  of  this  fact,  (as  I understand  it,)  the  banks  of  discount 
and  deposit  that  do  not  issue  circulating  notes,  are  not  taxed  for 
their  deposits,  it  does  not  appear  that  the  banking  law  is  more 
liberal  than  is  necessary  to  induce  banks  to  issue  circulation.  Ex- 
perienced bankers  have  said  to  me,  that  their  circulation  cost  them 
as  much  as  it  was  worth,  and  this  statement  is  confirmed  by  the 
examination  I have  presented  above.  If  I am  in  error,  bankers  or 
any  intelligent  men  can  easily  investigate  for  themselves.  If  they 
keep  in  view  the  principle  that  I view  the  subject  under  a condition 


The  bank  pays  as  follows  : 

On  its  average  amount  of  circulation, 

1 per  cent., 

^ On  its  average  deposit,  estimated  $50,- 

000  at  1-2  per  cent., 

On  its  capital  stock,  beyond  that  in- 
vested in  Government  bonds,  (esti- 
mated $50,000,)  at  1-2  per  cent.,. . . 


LETTERS  OX  PUBLIC  AFFAIRS. 


15 


of  coin  payments,  with  a compliance  'with  the  terms  of  the  bank 
act,  I think  they  will  find  the  circulation  cannot  be  supplied  on 
more  favorable  terms  to  the  public. 

We  have  now  a circulation  of  about  650,000,000  of  dollars,  and 
I suppose  a circulation  of  500,000,000  is  as  much  as  would  be  is- 
sued if  the  government  currency  was  withdra’wn,  and  banking 
made  free.  That  is,  500,000,000  is  as  much  as  the  banks  would 
find  it  their  interest  to  take  from  the  government.  On  this 
amount  the  government,  on  the  basis  of  tax  above  presented, 
would  receive  $5,550,000  per  year. 

As  I do  not  know  of  any  amendments  to  the  banking  act  since 
March,  1865,  my  statements  are  in  reference  to  the  legislation  np 
to  that  date. 

|f  In  my  next  I propose  to  examine  the  government  currency. 


CURRENCY  OR  MONEY. 

No.  5. 

As  proposed  in  my  last  number,  I now  consider  the  question  of 
government  currency,  or  what  are  termed  legal  tenders. 

In  the  'war  of  the  Revolution  there  was  issued  a paper  currency, 
denominated  continental  money.  Since  that  time,  no  paper  cur- 
rency, except  treasury  notes,  has  been  issued  by  our  govern- 
ment until  the  late  war.  The  financial  emergency,  caused  by  a 
great  struggle  to  maintain  the  existence  of  the  government  against 
a formidable  rebellion,  induced  the  issue  of  this  government  cur- 
rency. The  measure  was  generally  regarded  a temporary  expedi- 
ent to  carry  the  nation  through  the  struggle.  The  notes  were 
made  convertible  into  interest  bearing  bonds,  and  it  was  supposed 
this  would  be  done  very  soon  after  the  rebellion  was  successfully 
put  down.  In  anticipation  of  this  result,  the  national  bank  cir- 
culation was  authorized  to  the  extent  of  a total  circulation  of 
three  hundred  millions  of  dollars.  The  restriction  as  to  amount 
of  circulation  was,  no  doubt,  based  on  the  opinion  that  this  would 
be  as  large  a paper  circulation  as  compatible  “with  the  legitimate 
wants  of  the  country.  Soon  after  the  close  of  actual  hostilities,  a law 
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was  passed  authorizing  the  Secretary  of  the  Treasury  to  withdraw 
from  circulation  the  government  currency  at  the  rate  of  four  mil- 
lions per  month.  This  was  thought,  by  many,  as  too  slow  a pro- 
cess of  retirement,  requiring  about  eight  (8)  years  to  complete  it. 
[t  was,  however,  pretty  generally  assented  to,  as  a steady  return 
to  a normal  standard  of  currency.  By  the  notice  of  the  act,  every 
one  was  admonished  to  prepare  for  coin  payments.  The  banks 
would  clearly  see  that,  as  the  legal  tenders  are  retired  from  circu- 
lation, they  must  provide  coin  for  the  redemption  of  their  notes. 
The  legal  tenders  would  steadily  advance  towards  the  coin  stand- 
1 ard,  and  probably,  when  half  Avere  retired,  the  difference  betAveen 

goA'ernment  bonds  and  coin  Avould  be  very  small.  The  process  ap- 
peared a gradual  and  sure  one  to  bring  the  country  from  a Avar  in- 
flation to  a normal  condition  of  currency.  During  the  last  Avin- 
ter  Congress  repealed  this  hiAA',  and  Ave  are  noAv  left  Avithout  any 
progress  in  measures  to  deliver  us  from  the.  evils  of  an  inconvert- 
ible currency.  It  seemed  to  liaA'e  been  about  as  much  as  Congress 
could  do  to  resist  a further  issue,  Avhich  would  have  enhanced  the 
evils  Ave  Avere  then  suffering.  The  main  plea  for  this  unfortunate 
leffislation  Avas,  that  the  country  Avas  not  ready  for  so  much  con- 
traction  of  currency.  When  it  is  considered  that  the  policy  pre- 
viously established  Avas  A'ery  moderate,  it  is  hard  to  conceive  Avhen 
we  shall  be  in  a better  condition  to  bear  it.  The  country,  under 
the  condition  of  a legalized  and  depreciated  currency,  Avill  never 
prepare  for  a return  to  the  normal  standard;  it  must  be  done  by 
authority,  and  instead  of  voluntarily  coming  to  abetter  condition- 
the  gulf  Avill  grow  Avider  and  deeper.  (Jan  any  one  doubt  that 
an  irredeemable  currency  promotes  speculation  and  extravagance, 
and  tends  to  impair  industry  and  frugality?  This  inflation  in 
time  of  peace,  and  three  years  after  the  emergency  that  called  it 
Into  being  had  subsided,  is  extremely  damaging  to  the  principles 
of  our  free  government.  If  Ave desire  to  be  free  Ave  must  cultivate 
sound  virtue — as  a loA^e  of  right  and  j ustice,  and  industry  and 
frugality. 

It  is  one  of  the  singular  results  of  the  influence  of  a depreciat- 
ed currency,  that  it  Avas  able  to  defeat  an  act  to  legalize  coin  con- 
tracts, the  only  method,  so  far  as  I can  judge,  by  Avhich  coin, 
through  individual  agency,  could  be  made  to  supplant  the  legal- 
ized paper  currency.  We  are,  therefore,  left  Avithoutthe  aid  ot  le- 
gal authority,  or  even  the  laws  of  trade  to  bring  us  to  a standard. 
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To  maintain  the  inflated  and  inconvertible  condition  of  our  cur- 
rencA’,  scA'cral  reasons  have  been  adA'awced,  which  I propose  to 


consider. 

1st.  That  the  legal  tenders  are  the  best  and  most  satisfactory 
currency  we  can  have. 

2d.  That  the  government  should  have  the  benefit  of  the  circu- 
lation, as  so  far  a means  of  reducing  the  inteiest  on  the  public 


debt.  . • 1 r.  1 

3d.  That  there  is  no  more  circulation  than  is  required  for  the 

business  convenience  of  the  country. 

In  regard  to  the  first  position,  namely  : That  legal  tenders  are 

the  best  currency,  I observe  : — 

There  is  no  doubt  the  favorable  opinion  of  the  legal  tenders  has, 
in  a great  measure,  arisen  from  the  very  irregular  value  of  State 
bank  currency  that  existed  before  the  legal  tenders  were  issued. 
The  former  Avere  mOre  uniform,  as  they  were  a tender  for  all  debts, 
and  this,  necessarily,  gave  them  superior  uniformity.  But  if  the 
legal  tenders  are  compared  to  coin,  which  is  the  only  legitimate 
standard  of  value,  they  are  far  from  having  uniformity,  and  are  at 
this  time  (Sept.  2,  1808,)  more  than  30  per  cent,  below  par.  Kor 
is  this  a regular  depreciation,  but  fluctuates  from  month  to  month, 
and  even  from  day  to  day ; nor  can  any  one  estimate  the  value  it 
may  have  six  mouths  from  this. 

As  before  stated,  this  is  the  only  paper  currency  that  our  gov- 
ernment has  issued  since  the  revolutionary  war.  It  was  issued  to 
provide  means  in  part  to  maintain  the  government  in  war  against 
a rebellion  that  threatened  its  destruction;  it  was  regarded  as  a 
forced  loan,  and  submitted  to  by  the  public  as  necessary  to  carry 
the  government  through  the  exigency  that  existed.  The  notes 
stated  on  their  face,  payable  on  demand,  and  on  their  back,  con- 
vertible into  interest  paying  bonds.  The  general  expectation 
was,  that  in  one  of  these  ways  they  would  be  withdrawn  soon  af- 
ter the  successful  termination  of  hostilities.  Like  all  paper  cur- 
rency, they  were  based  on  credit.  Men  loyal  to  the  government 
freely  extended  confidence  in  the  use  of  this  currency,  full}  ex- 
pecting the  gov^ernment  fidelity  in  redemption  soon  after  the  war 
closed.  As  before  observed,  a step  w'as  taken  in  that  direction, 
and  a small  portion  were  redeemed,  when  the  process  was  arrested 
and  w'C  are  left  in  the  sea  of  conjecture  as  to  w'hen  this  shall  be 
resumed.  But,  it  is  said^  this  is  a good  currency,  thougli  ,30  per 
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cent,  below  the  recognized  standard,  with  fluctuations  that  must 
ever  attend  an  irredeemable  currency,  unhinging  all  transactions 
of  business.  It  even  vitiates  the  National  bank  currency,  as  that 
may  be  redeemed  by  the  legal  tenders.  I have  failed  to  see  any 
good  reason  given  why  this  should  be  regarded  a good  currency. 
No  paper  currency  can  be  regarded  good  that  is  not  convertible 
into  coin  at  the  demand  of  the  holder.  This  the  government 
does  not  pretend  to  do,  and  the  only  value  there  is  in  the  currency 
is  the  credit  that  is  given  on  the  faith  that  it  will  be  paid  some  day, 
and,  in  the  meantime,  it  has  fluctuations  up  and  down,  as  the  day 
of  redemption  appears  more  or  less  remote.  But,  it  is  said,  it  has 
the  credit  of  the  government,  and  that  is  better  than  any  bank 
credit.  But,  if  the  government  do  not  pay,  how  long  can  this 
credit  last  ? Shall  we  always  live  on  fiction  ? So  far  as  the  gov- 
ernment has  credit  I have  shown  that  the  National  banks  have 
that  credit  for  their  circulation,  and  beyond  this  have  their  own 
funds  and  credit  to  secure  their  circulation,  and  are  bound  to  re- 
deem on  demand.  The  banks  cannot  put,  off  this  duty,  and  Avhen 
the  government  retire  their  legal  tenders,  the  banks  must  redeem 
in  coin.  I therefore  regard  it  as  a delusion  that  government  cur- 
rency is  superior  as  a circulating  medium  to  the  National  bank 
currency. 


A circulating  medium  that  is  a tender  for  all  debts  and  balances 
should  have  intrinsic  value  in  itself,  and  this  no  representative 
can  actually  possess.  The  paper  currency  is  merely  a promise  to 
pay  this  intrinsic  value  resting  on  its  credit.  Credit  may  be  re- 
garded, and  may  actually  be  as  good  as  coin,  but  this  is  not 
actually  certain.  The  government  credit  rests  on  its  resources  and 
on  the  degree  of  civilization  that  may  exist,  and  this  is  measured 
by  the  intelligence  and  virtue  of  its  ruling  power.  With  all  our 
boasted  confidence  we  find  men  in  high  ] daces  ready  to  apply  the 
wedge  of  repudiation,  and  when  once  the  wedge  is  entered  no  one 
can  say  how  soon  it  will  be  driven  home.  This  should  make  us 
cautious  how  we  commit  the  whole  business  of  the  country  to  a 
medium  of  uncertain  and  consequently  fluctuating  value.  While 
a circulating  medium  is  necessary  to  give  efficiency,  we  should  not 
forget  that  industry  and  frugality  is  the  basis  of  prosperity,  and 
this  is  best  promoted  by  a system  in  exchanges  that  secures  the 
greatest  regularity.  This  will  call  into  action  the  best  personal 
activities — the  true  basis  of  national  wealth.  There  is  no  way  of 
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legislating  ourselves  into  wealth,  except  to  give  protection  to  every 
; man  in  his  industry  and  enterjirise,  and  leave  him  to  his  own 
judgment  as  to  the  labor  he  will  engage  in.  No  legislation  will 
j produce  a good  crop  of  corn  without  tillage,  nor  can  it  make  a 
sound  circulating  medium  of  that  which  has  no  intrinsic  value. 

i Second  proposition,  namely : “ That  the  government  should 

have  the  benefit  of  the  circulation  as  so  far  a means  of  reducing 
I • * • 

the  interest  on  the  public  debt.” 

' The  idea,  no  doubt,  rests  on  the  impression  that  a benefit  ac- 

crues from  circulation.  If  it  could  be  maintained  without  re- 
. demption  this  would  be  true;  but  as  no  paper  currency  can  be  re- 

3 garded  as  a proper  medium  of  exchange  that  is  not  convertible  in- 

^ to  coin,  it  follows  that  if  the  government  make  the  issue  they 

} should  be  prepared  at  convenient  places  to  convert  it  into  coin.  I do 

not  regard  it  worth  while  to  show  that  in  such  a process  the  expense 
1 and  loss  would  be  greater  than  the  gain  by  circulation.  It  would 
manifestly  be  a business  the  government  should  not  undertake. 
It  has  been  show'ii  that  the  government  receives  from  the 
banks  over  one  per  cent,  on  this  circulation,  and  this  may  be  re- 
garded clear  gain  to  the  government,  and  much  more  than  it  could 
make  by  any  attempt  to  keep  up  a convertible  currency.  With 
all  the  high  regards  held  for  government  currency,  and  the  obli- 
gation imposed  on  all  individuals  to  accept  it  as  a tender  for  debts, 
the  government  now  finds  it  necessary  to  use  coin  for  payment  ol' 
interest  on  its  own  debt,  and  refuses  to  receive  these  legal  tender 
) notes  it  has  promised  to  pay  on  demand  in  payment  of  import  du- 

ties, which  constitutes  about  half  their  receipts  and  expenditures. 
This  is  a manifest  discredit  of  their  owm  promises.  Certainly  no 
maxims  of  commercial  exchange  have  heretofore  been  rightly  es- 
tablished if  this  sort  of  currency  is  held  as  a proper  medium.  It 
is,  moreover,  destitute  of  any  proper  regulator.  It  opens  the  wid- 
est door  for  speculation — concentrates  business  into  few  hands, 
and  tends  to  secure  fluctuations,  thereby  promoting  monopolies 
that  are  injurious  and  demoralizing  on  society.  This  cannot  be 
done  with  a convertible  currency.  The  banks  must  keep  in  view 
the  power  of  redemption  and  watch  carefully  their  circulation, 
and  will  not  allow  expansion  beyond  the  legitimate  wants  of  busi- 
^ iiess.  If  they  fail  in  this  their  circulation  goes  to  the  pledged  se- 
curities for  conversion  and  redemption. 

The  government  has  secured  to  itself,  by  sundry  taxes,  as  I 
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have  shown,  all  the  benefits  the  currency  is  probably  Avorth,  but 
if  it  appear  the  banks  can  bear  a larger  tax  the  government  may 
tax  them  further.  This  the  government  receive  without  any  of 
the  expense  that  would  be  required  of  them  to  make  the  currency 

convertible. 

It  certainly  cannot  be  maintained  that  tlie  currency  of  the  coun- 
trv,  as  issued  by  the  government,  and  Avhich  they  do  not  pretend 
to'pay  nor  convert  into  interest  bearing  bonds,  and  Avhich  they  will 
not  receive  in  payment  of  more  than  half  the  taxes,  (import  du- 
ties,) is  a proper  medium  for  the  transactions  of  commerce. 

In  regard  to  the  third  proposition,  namely  : “ That  there  is 
no  more  circulation  than  is  required  for  the  business  convenience 

of  the  country.” 

It  is  not  an  easy  matter  to  determine  how  much  currency  may 
be  conveniently  used.  The  large  transactions  of  commerce  are 
mostly  settled  by  checks  or  drafts.  Circulating  money  is  a me- 
dium  used  for  convenience  in  the  numerous  small  transactions  of 
business,  and  as  a portable  means  of  providing  for  incidental  pay- 
ments. For  these  a convertible  paper  currency  is  regarded-a  con- 
vience.  In  what  way  are  Ave  to  determine  hoAv  much  currency  is 
necessary  for  this  purpose  ? If  we  keep  in  view  the  cardinal  prin- 
ciple that  paper  is  a representative  of  intrinsic  Amine,  and  to  be 
conA’erted  on  demand  of  the  holder,  it  Avill,  if  left  free,  be  fully  reg- 
ulated by  the  laws  of  demand  and  supply.  The  banks  Avill  put 
out  as  large  an  issue  as  will  supply  the  demand.  It  cannot  be 
uniform  ; it  will  fluctuate.  At  times  the  demand  will  be  compar- 
atively large  or  small.  When  the  banks  have  more  out  than  is 
wanted,  it  will  return  to  them,  and,  as  demand  enlarges,  it  will  go 
out.  At  times  the  banks  Avill  have  nearly  all  their  currency  out, 
as  AA'hen  large  amounts  of  produce  is  to  be  bought,  and  as  this  de- 
mand declines  a large  portion  Avill  floAV  back  into  their  vaults. 

The  privilege  of  banking  should  be  free  and  the  circulation 
should  be  made  secure.  The  government  having  the  principal 
benefit  in  taxing  so  far  as  the  circulation  is  concerned,  taking  care 
to  leave  so  much  of  benefit  to  the  banks  as  will  be  an  inducement 
to  provide  the  currency,  there  need  be  no  question  as  to  the 
amount  of  currency,  as  it  Avill  be  regulated  by  the  laAvs  of  trade. 

We  have  noAV,  of  bank  currency,  three  hundred  millions,  and 
about  three  hundred  and  fifty  millions  of  government  currency. 
I see  no  objection  to  increase  the  bank  currency  and  decrease  the 
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government  currency;  but  I do  not  believe  the  bank  currency 
Avould  be  accc])ted  for  the  Avhole  six  hundred  and  fifty  millions. — 
111  my  opinion  that  amount  could  not  be  maintained  as  a con- 
vertible currency.  At  the  present  Ave  luwe  no  criterion,  for  the 
reason  there  is  no  redemption.  It  may  be  the  country  Avould  take 
four,  and  possibly  five  hundred  millions. 

My  proposition  is,  first,  that  Congress  remove  the  restriction 
and  alloAV  circulation  free  to  all  Avlio  comply  Avith  the  bank  act. — 
Second,  that  as  the  neAv  circulation  is  put  out  beyond  the  present 
three  hundred  millions,  the  Treasurer  of  the  United  States  retain 
and  under  proper  form  destroy  the  same  amount  of  legal  tender 
notes.  When  the  neAV  issue  amounts  to  ten  or  a hundred  millions 
it  Avould  be  in  place  of  an  equal  amount  of  legal  tenders. — 
This  would  soon  show  Avhat  amount  of  circulation  Avas  necessary, 
and  Avould  be  all  the  provision  the  government  should  make  for 
currency.  If  the  country  need  the  Avliole  of  the  present  amount 
of  currency  then  it  will  soon  be  issued  by  the  banks,  and  the  gov- 
ernment currency  retired  as  stated.  But  the  banks  Avdll  not  be  so 
ambitious  for  currency  as  the  day  approaches  when  it  must  be  con- 
vertible into  coin,  instead  as  noAv  into  a currency  depressed  thirty 
per  cent.  beloAV  coin  value.  Every  ncAv  bank  of  issue  Avill  retire 
legal  tenders,  and  this  Avill  increase  the  value  of  tenders,  and  so  on 
until  the  tenders  will  be  equal  to  coin.  This  result  reached  and 
we  haA'C  a currency  convertible  into  coin.  If  we  could  suppose 
banks  Avould  increase  their  circulation  at  the  rate  of  a hundred 
millions  a year  on  this  basis,  Ave  should  soon  come  to  a normal 
standard  of  value.  It,  hoAvever,  requires  no  great  degree  of  as- 
tuteness to  see  that  the  banks  Avould  be  cautious  of  any  measure 
that  increased  the  value  of  their  medium  for  redemption,  and 
therefore,  there  is  no  hope  of  reaching  the  desired  result  Avith  the 
promptness  that  the  public  interest  requires.  Other  measures 
must  be  taken  to  bring  us  to  the  standard  of  value  in  reasonable 
time.  After  establishing  the  above  proposition,  Congress  should 
provide  that  the  Treasurer  retain  and  cancel,  as  provided,  to  meet 
the  iieAv  issue,  and  so  much  more  as  Avould  make  the  withdrawal 
not  less  than  six  millions  per  month.  This  Avould  be  more  than 
six  millions  if  there  should  be  more  than  six  millions  of  ncAV  issue 
per  month.  If  Ave  really  need  as  much  circulation  as  Ave  now 
have  Ave  should  then  have  it  by  the  free  privilege  of  bank  issues; 
and  if  we  do  not  need  it  we  liaAX  a certain  process  of  doing  away 
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with  what  is  mere  inflation.  If  the  full  amount  of  present  cur- 
rency is  not  a real  want  and  will  not  be  fully  issued  by  the  banks, 
then  the  process  of  a stipulated  amount  per  month  would  give  us 
a certain  basis  that  in  five  years  would  retire  all  the  legal  tenders, 
and  leave  a convertible  currency.  Some  will  object  to  this  as  be- 
ing too  slow,  but  we  must  compromise  with  various  views  and  in- 
terests, and  I see  no  better  way  to  regain  a coin  standard  and  es- 
tablish a sound,  convertible  paper  currency.  In  looking  forward 
every  man  may  have  time  to  prepare  himself  under  this  gradual 
process  to  meet  a coin  standard  in  all  his  transactions. 


It 

1^^ 


As  an  additional  measure  Congress  should  legalize  coin  con- 
tracts. So  long  as  the  Government  insist  in  part  on  coin  pay- 
ments, and  contract  to  pay  coin,  I see  no  valid  ground  for  their  re- 
fusing individuals  the  same  privilege. 


It  is  urged  we  must  provide  coin  before  attempting  coin  pay- 
ments. No  great  amount  of  coin  beyond  what  we  now'  use  would 
be  required,  and  this  would  come  by  the  laws  of  trade  as  fast  as  we 
may  need.  We  have  only  the  simple  duty  of  withdrawing  the  in- 
flation of  our  present  volume  by  a steady  and  sensible  progress, 
and  the  coin  will  come  as  fast  as  we  need  it.  We  must  come  to 
this  and  it  will  not  be  made  easier  by  delay.  Let  us  take  hold  of 
it  like  men,  and  put  our  industry  on  a fi  rm  basis.  Settle  our  ba- 
sis on  a firm  foundation  and  not  rest  it  on  the  changing  sands  of 
inflation,  which  only  give  an  unstable  • support. 


1 
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NATIONAL  DEBT. 

No.  6. 

Our  National  debt  has  attained  such  importance  that  no  apology 
is  needed  for  its  discussion.  We  have  not  before  had  any  such  ex- 
perience of  National  debt,  and  it  requires  to  be  discussed  in  the 
most  dispassionate  manner.  Though  the  debt  is  large  in  amount, 
I shall  show  it  is  not  relatively  larger  than  we  have  had  in  former 
days. 

National,  as  well  as  other  debts,  arise  from  present  wants  beyond 
the  cash  resources  at  command.  They  are  contracted  for  payment 
at  a future  time.  The  facilities  for  such  contracts  depend  on  the 
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resources  that  may  be  pledged  for  payment.  In  the  case  of  the 
government  this  depends  on  the  resources  of  the  government,  and 
the  credit  that  may  exist,  that  these  resources  ivill  be  faithfully  ap- 
plied. Individual  contracts  may  be  enforced  by  legal  process,  but 
this  cannot  be  done  against  the  government.  Whatever,  there- 
fore, be  the  resources  of  the  government,  the  debt  must  be  a debt 
of  honor.  Disgrace  and  inability  to  make  future  contracts  is  the 
only  penalty  the  government  may  fear. 

It  has  been  the  practice  of  most  civilized  governments,  while 
maintaining  expensive  wars,  to  provide  in  part  for  their  means  by 
contracting  debts.  Our  government  has  contracted  more  or  less 
of  debt  in  every  war  in  which  we  have  been  engaged.  But  in  all 
w'ars  previous  to  the  late  rebellion  the  debt  has  been  small  in 
amount  as  compared  with  our  present  debt.  If,  however,  w'e  con- 
sider the  difterence  in  our  resources,  the  disparity  will  disappear. 
Let  us  look  at  this  a moment.  In  the  war  of  1812  we  had  no  rail- 
ways or  canals  of  any  account ; we  now'  have  from  thirty-five  to  for- 
ty thousand  miles  of  these  improvements  to  facilitate  our  inter- 
course. These  have  increased  the  value  of  real  estate  in  the  coun- 
try not  less  than  three  thousand  millions  of  dollars.  In  addition 
they  have  given  a vast  increase  to  the  productive  industry  of  the 
country.  The  production  of  minerals,  oils,  gold,  iron  and  coal,  has 
added  largely  to  the  resources  of  the  country.  A great  increase  in 
the  amount  of  production  is  made  by  the  use  of  the  mechanical 
power  of  water  and  steam,  w'ith  numerous  inventions  for  saving 
manual  labor.  The  evidence  is  on  all  sides  that  we  have  greatly 
increased  in  national  wealth.  This  is  evidenced  by  the  large 
amount  of  taxes  that  were  paid  during  the  war;  and  since  the 
war  we  have  paid  more  than  we  W'ould  have  supposed  ten  years 
ago  we  could  pay.  And  yet  there  is  no  evidence  in  the  habits  of 
our  people  that  taxes  are  oppressive.  We  see  no  abatement  in  the 
style  of  living,  but  everywhere  as  much  demonstration  of  ample 
means  as  were  ever  seen  in  this  country.  This,  no  doubt,  is  justly 
to  be  attributed  to  actual  increase  of  wealth,  and  superior  means 
of  production,  as  above  noticed.  Our  debt  after  the  war  of  1812 
was,  at  least,  as  heavy  to  carry  as  our  present  debt  is — reference  be- 
ing had  to  our  present  superior  condition.  We  did  not  think  of 
repudiation  then,  and  there  is  no  better  reason  now.  At  that  time 
the  Democratic  party,  in  full  power,  made  no  proposition  to  repu- 
diate nor  to  evade  the  necessary  taxes  to  provide  for  honest  pay- 
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ment.  Nor  did  any  other  party.  Regarding  our  present  condi- 
tion we  have  no  excuse  for  throwing  discredit  on  our  national 
credit. 

Under  circumstances  of  ample  resources  it  is  humiliating  that 
some  of  our  public  men  regard  our  people  as  standing  so  low  on 
the  scale  of  civilization,  as  to  propose  that  we  repudiate  our  just 
debts.  There  is  rarely  a wrong  that  has  not  some  excuse.  In 
this  case  it  is  alleged  that  payment  should  be  made  in  paj)er  cur- 
rency, that  this  is  the  lawful  money  of  the  country  and  the  pub- 
lic creditor  should  be  satisfied  with  such  money  as  others  are  com- 
pelled to  receive.  That  the  bond  provides  for  lawful  money,  and 
only  the  interest  is  to  be  paid  in  coin.  In  the  first  place  it  is  to  be 
remarked,  the  bond  is  in  all  respects  drawn  as  bonds  of  the  gov- 
ernment had  been  drawn,  with  an  unusual  ju’ovision  for  paying 
interest  in  coin.  The  long  established  lawful  money  was  only 
coin,  and  it  was  generally  supposed  the  coin  interest  was  to  guard 
against  any  hazard  that  the  government  might  pay  in  paper  be- 
fore coin  payments  were  re-established;  and  as  the  principal  could 
not  be  paid  until  five  years,  and  was  not  due  for  twenty  years,  the 
general  impression  was  that  before  it  became  due  coin  payment 
would  be  established,  and  only  coin,  or  its  equivalent,  would  be  used 
in  any  payments.  But  this  view  of  the  case  did  not  so  satisfy 
contractors  for  the  bonds  as  to  induce  theii-  acceptance  without 
more  specific  assurance.  This  was  given  by  the  Secretary  of  the 
Treasury,  and  the  bonds  were  taken.  To  this  it  is  replied  the 
Secretary  had  no  authority;  but  he  could  not  get  the  money 
without,  and  Congress  knowing  this  fact  took  no  action  to  disap- 
prove, and  were  fully  committed  to  their  agent’s  construction. — 
The  general  impression  of  the  public  was,  that  the  coin  interest 
was  provided  to  bridge  over  the  suspension  of  coin  payments,  and 
that  this  would  come  before  any  portion  of  the  principal  would  be 
payable  and  long  before  it  would  be  due  ; and  when  the  question 
was  rai-ied,  after  the  close  of  the  war,  in  the  newspapers,  as  to 
whether  the  bonds  were  to  be  paid  in  coin,  it  was  regarded  as  a 
question  already  settled,  and  very  few  supposed  the  government 
intended  any  other  payment.  But  even  then  it  was  not  regarded 
of  much  importance,  for  it  was  generally  su])posed  we  should  have 
specie  payments  before  any  considerable  portion  of  the  debt  would 
fall  under  the  five  years’  option,  and  it  would  be  settled,  as  all  oth- 
er transactions,  in  coin  or  its  equivalent. 
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The  more  recent  proposition  of  paying  the  debt  in  government 
currency  is  merely  a proposition  of  repudiation.  It  would  cer- 
tainly be  a very  useless  formality  for  a man  holding  a bond  that 

provided  for  the  payment  of  interest,  to  exchange  it  for  one  pav- 
mg  no  interest.  Here  is  a pretense  of  keeping  up  the  idea  of  pay- 
ing  a debt  by  giving  a new  promise  without  interest  for  one  that 
requires  interest.  Why  not  just  as  well  keep  the  bond  until  the 
government  redeem  their  currency  in  coin,  and  then  the  promise 
will  be  of  value.  The  government  currency  is  a promise  to  pay 
on  demand,  but  not  the  least  attention  is  paid  to  this  promise- 
now  more  than  three  years  after  the  close  of  active  hostilities.— 
ome  people  seem  to  regard  the  government  currency  as  real  mon- 
ey  and  having  intrinsic  value.  Where  is  the  value?  Who  can 
nd  it . All  rests  in  the  exjiectation  the  government  will’  some 
day  pay,  though  thus  far  very  little  assurance  has  been  given  by 
conversion  Though  the  government  have  the  option  after  five 
years,  the  bond  is  not  due  until  twenty  years,  and  there  is  fourteen 
to  twenty  years  before  the  government  is  under  obligation  to  pay. 
If  the  government  give  a new  promise  to  pay  the  principal,  thev 
must  some  day  pay  this  principal  on  the  new  promise,  unless  they 
make  a total  repudiation.  This  measure,  therefore,  is  a direct  re- 
pudiation of  interest,  the  principal  resting  on  a new  promise.- 
le  proposed  measure  would  accomplish  at  once  the  repudiation  of 
the  interest,  and  this  done,  what  confidence  can  there  be  that  the 
last  promise  will  not  also  be  repudiated  in  due  time.  We  gain 
nothing  in  this  unless  we  intend  to  repudiate,  and,  aside  from  the 
sacrifice  ot  honor,  we  should  deluge  the  country  with  worthless 
currency,  that  in  itself  would  be  far  more  disastrous  to  individual 
business  than  the  pecuniary  interest  of  the  debt  would  be  worth. 

Another  proposition  has  been  submitted,  of  a humiliating  char- 
acter, that  holders  of  six  per  cent,  bonds  should  give  them  for  five 
per  cent,  bonds,  having  longer  time  to  run.  This  would  be  very 

holder,  but  it  is  followed  by 
a threat,  that  if  he  does  not  do  this  he  shall  be  paid  in  irredeema- 
ble currency.  This  is  simply  another  method  of  entering  the 
wedge  of  repudiation.  ® 

It  has  been  urged  that  as  tlie  government  received  pay  for  bonds 
m a depreciated  paper,  it  is  morally  right  to  pay  in  the  same  pa- 
per.  This  would  involve  a good  deal  of  calculation  to  find  what 
a bond  was  worth,  for,  no  doubt,  the  paper  received  at  different 
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times  had  a different  value.  In  the  early  issues  there  was  but  a 
small  difference— in  the  later  much  more.  But  the  currency  the 
government  received  was  exactly  such  as  they  compelled  individu- 
als  to  receive  in  payment  of  debts.  No  doubt  this  worked  unjust- 
ly in  many  cases,  but  to  individuals  for  the  most  part,  this  would 
work  pro  and  con.  In  the  war  of  1812  the  government  sold  then- 
securities  for  fifty  and  sixty  cents  on  the  dollar,  and  took  depre- 
ciated paper  in  payment.  There  was  no  specie  payments  in  those 
. days.  The  English  government,  during  the  war  with  Naimleon, 

* accepted  fifty-five  per  cent,  for  their  bonds.  Did  the  English,  al- 
ter the  war  closed,  pretend  this  as  a reason  they  should  not  pay 
the  bonds  in  full  ? Or  did  the  United  States  offer  such  plea  or 
any  other  as  a reason  for  not  paying  their  bonds  in  full  after  the 
war  of  1812  ? The  financial  distress  of  that  time  was  far  greater 
than  at  the  close  of  the  rebellion.  The  Democratic  party  wxwe  in 
power  then ; but  no  measure  of  repudiation  was  then  offered,  n 
those  days  we  cut  and  raked  our  grass  and  grain  by  hand.  \V  e 
sowed  our  flax,  and  by  hand  labor  dressed,  spun  and  wove  it  for 
our  trowsers  and  shirts.  Our  wool  we  spim  and  wove  in  the  same 
way,  and  dyed  it  with  butternut  bark  for  our  coats  and  pants.— 
Our  carpets  we  made  with  strips  of  old  cloth  sewed  together,  and 
wove  with  coarse  yarn  by  hand  looms.  From  this  place  we  car- 
ried our  produce  by  teams,  on  common  roads,  one  hundred  and 
ten  miles  to  tide  water.  In  the  same  way  we  brought  our  goods. 
We  carried  by  team  about  thirty  bushels  of  wheat,  and  our  pro- 
vision and  provender  with  us,  paying  on  the  way  six  pence  for 
lodmncT,  two  shillings  (25  cents)  for  hay  and  stabling  for  team  at 
night,  and  occasionally  a glass  of  cider  to  pay  for  the  fire  we  used 
to  warm  by  the  way.  I drove  my  father’s  team  to  transport  a 
load  (thirty  bushels  of  wheat,)  for  thirty-seven  and  a halt 
cents  per  bushel,  requiring  seven  days,  and  receiving  eleven  and  a 
quarter  (11  1-4)  dollars  for  team  and  all  expenses.  With  present 
facilities  the  same  wheat  is  transported,  at  less  expense,  more  than 
one  thousand  miles.  I notice  these  things  merely  to  call  attention 
to  the  vast  increase  in  the  means  of  production.  If,  under  the 
circumstances  I have  named,  we  did  not  shrink  from  meeting  our 
liabilities,  but,  like  honest  men,  paid  them  in  full,  why  do  we  hes- 
itate now  ? Have  we  degenerated  in  honesty  ? No,  I do  not  ad- 
mit this;  but  certainly  the  Democratic  ]>arty  have  degenerated— 
for  in  those  old  times  to  which  I have  alluded  it  was  one  of  their 
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brilliant  spots  to  meet,  honestly,  every  financial  liability.  As  late 
as  the  year  1857,  when  specie  payment  was  suspended  and  bank 
currency  depreciated,  the  Comptroller  of  the  State  of  New  \ ork 
(the  Hon.  A.  C.  Flagg,)  paid  the  interest  on  the  State  debt  in  com. 
In  this  I do  not  wish  to  appear  invidious,  and  I therefore  mention 
the  State  of  Massachusetts  as  opposite  to  the  Democrats  in  poli- 
tics, and  has,  I believe,  ahvays  met  her  engagements  with  equal 

fidelity. 

One  other  scheme  I wdll  mention  that  is  proposed  to  make 
something  of  repudiation  in  the  w^ay  of  taxes.  Some  municipal- 
ities have,  in  former  times,  made  efforts  in  this  direction,  but  the 
courts  so  speedily  arrested  all  such  hopes,  that  it  has  not  been 
again  agitated  until  recently.  The  first  point  in  this,  I notice,  is 
an  effort  to  create  class  prejudices.  The  bondholders  are  assumed 
to  be  rich,  and  should  divide,  at  least.  It  is  well  known  a large 
amount  of  government  bonds  are  held  by  savings  institutions, 
and  many  private  holders  hold  but  small  amounts,  and  many  of 
these  in  trust  for  widows  and  minor  children.  But  hour  does  this 
objection  arise  in  a country  that  professes  to  be  free  ? We  claim 
that  our  government  has  no  classes,  that  its  protection  is  complete 
and  uniform  over  all — none  so  strong  as  to  be  tolerated  in  op- 
pression— none  so  weak  as  to  fail  of  its  protection.  e hold  to 
the  inalieniable  right  of  all  men  to  pursue,  under  equal  law-s,  the 
labor  and  enterprise  they  choose  as  a means  of  their  own  happi- 
• ness.  In  this  right  some  spend  their  earnings  as  fast  as  they  re- 
ceive them.  Of  course  the  government  can  get  no  money  from 
these.  Others  that  acquire  money  have  not  faith  that  payment 
wfill  be  made  ; they  think  the  government  may  be  overthrowm, 
and  perhaps  they  desire  it  should  be.  Another  class  believe  they 
can  do  better  in  trade  or  in  the  purchase  of  land,  which  is  likely 
to  be  low  when  the  government  is  in  distress  for  money,  and  wdll 
probably  rise  after  the  emergency  is  past,  and  they  prefer  making 
money  in  this  way  rather  than  to  risque  the  government.  But 
the  government  must  have  money,  and  it  is  very  clear  they  must 
get  it  from  those  who  have  it  and  are  willing  to  lend  it  oii  the 
terms  offered.  No  exclusive  privilege  is  offered  in  this;  the,go\- 
ernment  calls  upon  all,  and  all  that  desire  can  'make  contract^.  If 
the  bonds  are  offered  free  of  taxes,  then  every  one  that  is  wdlling 
to  take  a bond  can  do  so,  and  be  free  of  tax  on  his  bond.  ,N  ow', 
wdiat  ground  of  complaint  has  the  man  that  preferred  to  u§e  his 
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6“fe'“or  mT“  f”  '“<»■  &«•>  «'“t  lie  regarded  more 

bond  and  all  its  neks,  while  the  land  of  the  former  has  probably 
oubled  m lalue . The  government  want  money;  they  offer  as 
erms  a certain  rate  of  interest,  and  payment  of  principal  at  a 
certain  date,  and  that  the  property  in  bond  shall  not  be  tLed.— 
When  hese  terms  are  accepted  it  is  a contract,  and  the  govern- 

P ncipar  tax ‘hem  than  to  refuse  interest  or 

principal.  To  tax  is  so  far  to  repudiate  the  contract. 

ey^W  f wants  moo- 
ted llnfwl'*'"  r.  ’ ta-'  * if  ‘he  bonds  are  no  t 

taxed  I will  take  them  at  four  per  cent.  The  government  very 

naturally  and  very  properly  say,  it  is  best  to  dispense  with  all  the 

expense  and  trouble  of  imposing  and  colled  ing  this  one  per  cent 

y taxes,  and  therefore  accept  the  terms  of  lower  interest  without 

hi'ln  fl  ta  ‘his  transaction  the  bondholder  pays  his 

neither  n-  »f  "'‘erast,  and  while  the  bondholder  is 

either  injured  nor  benefited,  the  government  saves  the  raisin^ 

see  th!”r  ,7,7^  “ ‘‘"ii  “s  not  to 

the  bondholder  pays  his  tax  in  the  contract,  and  that  it  is  in 

^very  respect,  the  most  simple  and  convenient  for  the  gain- 

I noticea  proposition  of  the  Secretary  of  the  Treasury  to  issue 
bonds  at  five  per  cent.,  subject  to  a deduction  of  one  per  cent,  to 

le  paid  over  to  the  State  government,  as  a compromise  for  mu- 
ucipal  taxation.  This  is  a proposition  to  raise  one  per  cent,  on 
our  debt  to  be  paid  over  as  above  stated.  Why  should  the  gov- 
iinmerit  assume  to  raise  money  by  taxes  for  the  support  of  mn- 
Hicipahties.  Can  they  perform  this  function  more  economically 
than  the  municipalities  themselves?  In  either  case  the  people 
nust  pay.  So  far  as  regards  the  one  per  cent,  there  is  no  possible 
X -ay  of  providmg  for  it  so  simply  and  so  economically  as  by  the 
isual  method  in  the  bond.  It  was  a surprise  to  learn  that  this 
I roposition  of  raising  and  distributing  this  one  per  cent,  was 
c lade  by  the  Secretary  of  the  Treasury.  It  has  been  excused  as  a 
c impromise  to  the  question  of  taxation.  Are  we,  as  a people,  so 
8 upid  we  cannot  see  that  we  get  no  relief  in  I his  from  taxation  ? 
i ut  It  IS  said  the  ignorant  are  deluded  and  suipose  the  bondhold- 
ei  goes  free  of  taxes.  Is  it  the  way  to  inform  the  ignorant  by 
,p  aymg  to  their  ignorance  ? But,  as  a princijde  of  our  institu- 
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tioiis,  it  is  our  duty  to  inform  tlie  ignorant  by  placing  the  trutli 
clearly  before  them,  and  thus  fit  them  to  be  the  support  of  free- 
dom and  the  rights  of  man.  Doubtless,  there  are  many  igno- 
rant men,  but  as  a mass  I do  not  admit  that  we  are  incapable  of 
learning  so  simple  a question  as  this. 

I have  stated  that  our  wealth  and  productive  industry  were  in- 
creased over  that  existing  at  the  time  of  the  war  of  1812-15,  to  at 
least  equal  our  present  debt,  as  compared  with  our  liabilities  at 
that  time,  and  I now  submit  facts  to  show  this : — 

The  receipts  of  the  government  from  internal  revenue  and  di- 
rect taxes  for  the  years  after  the  respective  wars  closed,  and  for  the 
following  years,  were  as  follows  : — 


From  January  1st,  1815,  to  Jan- 

► uary  1st,  181G, $6,840,732 

From  January  1st,  1816,  to  Jan- 
uary 1st,  1817, 9,378,343 


For  the  two  years, $16,210,075 

From  July  1st,  1865,  to  July  1st, 

1866,  $310,906,984 

From  July  1st,  1866,  to  July  1st, 

1867,  265,920,474 

For  the  two  years, $576,827,458 

Taking  the  sum  of  the  two  periods,  the  latter  exceeds  the  for- 
mer thirty-five  (35)  times.  The  population  of  the  latter  period 
was  about  four  times  that  of  the  former,  and  should  have  given 
four  times  the  income,  or  $65,876,300,  but  the  latter  period  gave 
nearly  nine  (9)  times  on  the  amount  due  on  increased  population. 
This  shows  our  ability  thirty-five  (35)  times  greater  in  the  aggre- 
gate, and  nine  (9)  times  greater  than  the  proportion  of  our  popu- 
lation. 

The  debt  after  the  war  of  1812-15  was  about  one  hundred  and 
thirty  millions,  and  by  the  resources  as  above,  after  the  rebellion, 
we  were  able  to  carry,  with  the  same  ease,  a debt  of  four  thousand 
and  five  hundred  millions — near  double  our  present  debt. 

It  cannot  be  said  the  currency  in  which  the  revenue  was  col- 
lected in  1815  and  1816  was  materially  better  or  more  satisfactory 
than  at  the  period  after  the  late  rebellion. 

Our  present  debt  is  large,  but  I have  shown  our  resources  are 
ample,  and  if  we  fail  to  pay  it  can  only  be  from  dishonesty.  We 
paid  off  the  debt  of  1817  in  about  twenty  years  ; if  we  choose  we 
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can  pay  the  present  debt  in  the  same  time  with  about  half  the 
effort  we  made  then.  With  ample  means  to  pay,  shall  w^e  bring  a 
reproach  on  the  honor  of  our  free  government  (the  hope  of  man) 
and  stand  before  the  civilized  world  as  a nation  of  cheats  ? The 
threat  is  a disgrace  to  us,  but  we  shall  do  no  such  thing.  TV  e 
shall  pay  like  men  and  stand  before  the  world  as  those  that  know 
their  own  rights  and  duties,  and  will  resp(;ct  the  rights  of  others. 

Our  public  debt  is  in  a good  condition  to  manage.  The  old  six 
per  cents,  have  but  a few  years  to  run — the  5-20  6 per  cents,  be- 
come payable  at  the  option  of  the  government  in  five  years  after 
issue.  The  10-40  5 per  cents,  run  only  ten  years  before  they  are 
payable.  If  we  now  pay  too  high  interest  we  can  reduce  this  as 
soon  as  we  show  the  world  our  pledge  of  honor  is  reliable — that 
as  a people  we  have  not  degenerated  in  a moral  sense  since  1815. 
The  first  thing  for  us  to  do  to  establish  this  is  to  meet  our  engage- 
ments according  to  contract,  and  stop  the  mouths  of  all  who  would 
dishonor  us.  If  we  had  no  respect  for  our  national  honor,  we 
could  not  even  afford  the  individual  sacrifice  of  our  commercial 
interests  that  would  follow  national  disgrace. 

To  simplify  the  national  finances,  measures  should  he  adopted 
to  put  the  debt  in  a uniform  shape  by  consolidating  all  classes  of 
bonds  into  one  class.  To  do  this  we  must  determine  the  rate  of 
interest  it  will  be  necessary  to  pay.  This  ill  depend  on  the  length 
of  time  the  bonds  are  to  run.  In  order  to  get  a low  interest  the 
bonds  should  run  fifty  years.  An  objection  is  made  to  this  that 
we  shall  be  ready  to  pay  before  the  bond  is  due.  The  government 
can,  of , course,  purchase  the  bonds  in  the  market  at  any  time  they 
have  funds  to  pay.  Now,  if  the  rate  of  interest  is  such  that  the 
bonds  will  not  rise,  ordinarily,  much  if  any  above  par,  then  the 
government  can  purchase  with  little  or  no  sacrifice.  The  English 
three  (3)  per  cents,  are  often  below  90  per  cent.,  and  rarely  reach 
par.  These  are  irredeemable,  that  is,  the  government  can  only 
obtain  them  by  purchase.  If  we  make  bonds  to  run  fifty  years, 
thev  would  at  times  be  above  par,  but  not  very  much  for  the  next 
twenty  years,  and,  within  this  time,  we  could  redeem  at  favorable 
times  in  the  market,  without  much  if  any  loss.  Forty  years  since 
the  State  of  New  York  obtained  funds  on  a twenty  year  loan,  at 
5 per  cent.,  with  a premium  of  15  per  cent.  This  was  about  espial 
a loan  at  4 per  cent,  for  fifty  years.  No  doubt  the  governnient 
will  be  able  to  negotiate  in  a short  time  a loan  at  4 per  cent,  on  a 
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of  «f.y  ye-avs.  !:«■ 

option.  In  view  of  this  bone , consider  the  object  of 

cent  bonds,  ^ government  could  obtain 

conversion ; oin? 


funds  on  the  four  per  cent,  bonds, 

be  converted  as  credit ; this  may  easily  be 

government  to  do  is  e^Ubl 

done,  and  then  we  sha  o 3 ‘ before  fifty  years  we  may 

cent  interest.  It  is  very  probable  of  this 

obtain  funds  aU^  they  fall  due;  still, I 

classmaybeatconsideiaDiep  ^ur  per  cent. 

think  wc  shall  will  not  rise  so 

than  at  a lower  rate,  and  P ^ l^gg 

s., 

ty  for  the  government  to  purchase  at  or  near  p. 

1 oifpmnt  to  reduce  the  debt  rapidl} , 

I do  not  think  we  should  . 1 U 

though  many  " ' obligation  of  this  debt,  and  it 

increases  our  abdity  to  meet  considerable  time.-- 

seems  teasonable  to  spread  d 

But,  as  a people,  we  ha^e  oeei  removing  this  burden 

there  are  some  important  frl  taxes,  and 

as  early  as  it  may  byone  - >t  ojr^^^ 
what  is  more  essential,  better  prei 
' that  may  require  the  use  of  our  credi  . 

To  manage  our  debt  m^t  defeiTed 

creetindividual  would  o gi^ppfy  and  render  as  ef- 

and  economise  a.11 « ^ ^^'^^0,1,  taking  care  to  secure  as 

flcient  as  possible  om  syste  adminis- 

much  equity  as  practicab  e ^ 

tration  of  all  revenue  n .v  of  tbe  rebellion  ceased, 

three  years  after  active  hos  dities  of  the  total ; 

we  paid  of  debt  ' jj^jorest  and  unusual  expenses  that 

having  at  the  same  t'me  to  p y deranging  the  course 

necessarily  arose  out  of  a ^ restoration  of  actual  peace 

serious  burden  to  the  country, 
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ind  least  of  all,  affording  justification  for  a pretense  for  anv 
degree  of  repudiation. 

Have  the  advocates  of  repudiation  considered  the  consequences 
1 hat  would  naturally  result  from  this  measure  ? Why  stop  at  the 
] mblic  debt  ? Is  there  not  the  same  reason  to  repudiate  individu- 
ildebt?  Is  not  one  just  as  dishonest  as  the  other  ? However 

< houghtless  they  may  have  been,  they  have  proposed  and  advocated 
t nieasure  that,  in  its  legitimate  working,  must  break  up  the  foun- 

< ations  of  the  social  fabric,  and  inaugurate  confusion  and  anarchy. 
.LS  before  said,  we  shall  do  neither.  We  are  not  yet  low  enough 
ii^scale  of  barbarism  to  commit  political  and  social  suicide. 

Note.— These  letters  were  written  in  September,  1868. 
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